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Currency Main focus of the week (S-T view) 

EUR Expectations of a hawkish ECB to keep EUR supported ahead of Thursday’s meeting   

USD Earnings, FOMC, payrolls – Potential for further easing of the safe haven bid for the greenback 

JPY BoJ likely to enjoy an easier week, but the speculators will be back in due course. A pause for JPY     

GBP BoE meeting to spur volatility          

 
Overnight comment – Data heavy session tees up central bank meetings 

US equites closed down sharply. Asian stocks declined through the session, with better-
than-expected data in Japan and China doing little to lift the mood. UST yields were little 
changed through the Asian session, while the DXY index pushed higher. Today’s slew of 
Japanese data showed the labour market remaining solid, consumer confidence edging 
higher, retail sales positive and industrial production almost flat MoM. Chinese PMI data 
were firm too, especially in the non-manufacturing sector. Australian retail sales were 
very weak, leaving AUD as an underperformer in the Asian session. The BoJ offered 
further 5yr fund supply operation which was again oversubscribed but 10yr JGB yields 
still crept to towards the 0.5% level. USD/JPY nudged off yesterday’s high and sits 
around 130.20 as the European session opens. In Europe, today’s eurozone data will 

feed into the ECB meeting, with the GDP data summarizing Q4 activity and national CPI 
data detailing the latest on price pressures. French GDP was a little firmer than expected 
in Q4, rising 0.1%QoQ. Both German and French retail sales were very weak in 
December, hinting a slowing activity at the end of the quarter. EUR/USD ran into some 
profit taking ahead of Thursday’s ECB meeting and sits around 1.0845, while 
GBP/USD trades around 1.2355 as Europe opens. 

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – GDP (%QoQ, Q4) -0.1/0.3 

UK – M4 Ex OIFCs (3m% saar, Dec) --/3.8 

US – Employment cost index (%QoQ, Q4) 1.1/1.2 

US – House prices (%YoY, Nov) 6.7/8.6 

US – Consumer confidence (DI, Jan) 109.9/108.3 

   Source: Bloomberg 

 
Europe. The main focus will be on Q4 Eurozone GDP. The national accounts data may 

be backward looking but they are nonetheless one of the most important releases in the 
data calendar. The upside surprise in Spain on Friday was countered by the downside 
surprise in Germany on Monday suggesting mild downside risks to the consensus 
projection of a -0.1%QoQ drop. If eurozone GDP avoids a negative print in Q4, eurozone 
recession bets will take a hit. Price data from France for January are also due. After 
yesterday’s surprise jump in Spain, which was in part driven by re-weighting, the risks 
seem to be on the upside. Price data in German will be delayed due to technical problems.                  
  
US. The employment cost index is a key data release, which the Fed tracks closely. It 

does a better job of adjusting for compositional changes in wages. The data will be 
available to the Fed for the upcoming policy decision. Other measure of wages appear to 
have peaked but the key is the pace of decline. House prices are clearly weakening – 
they are down for four consecutive months and will likely decline further in November. 
We do note that mortgage rates have come off the highs and the NAHB index looks to 
have bottomed out. Consumer confidence is edging higher.         

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Pressure on the BoJ keeps growing 

On 22 January 2013, roughly one month ahead of Kuroda’s nomination as BoJ chief, the government and the BoJ released a 
brief document entitled “Joint Statement of the Government and the Bank of Japan on Overcoming Deflation and Achieving 
Sustainable Economic Growth” which has become known as the BoJ/Government accord. The statement notes “The Bank 
recognizes that the inflation rate consistent with price stability on a sustainable basis will rise as efforts by a wide range of 
entities toward strengthening competitiveness and growth potential of Japan's economy make progress. Based on this 
recognition, the Bank sets the price stability target at 2 percent in terms of the year-on-year rate of change in the consumer 
price index. Under the price stability target specified above, the Bank will pursue monetary easing and aim to achieve this 
target at the earliest possible time”. 
 
It is this last statement on the urgency of achieving the target that seems most likely to be challenged in any re-writing of the 
accord. The chances that the 2% target is changed is much lower. Monday’s report from a panel of academics and business 
executives urged the BoJ to downgrade the urgency of achieving the 2% inflation target, which effectively makes is much less 
of a guide for current policy and more of a distant aspiration, that would impinge much less on day-to-day concerns. Such a 
step would make policy a lot more flexible and, in our opinion, make the BoJ much less willing to endure the side effects 
current policy. One of the panel members, Yuri Okina, who is seen as a strong candidate for one of the Deputy BoJ Governor 
positions and a long shot of the top job noted “The normalization of yield functions and the bond market would likely mean a 
need to comprehensively rethink monetary policy, including its various methods of conduct”. It certainly suggests that she 
believes that the sell-by date for current policy settings are near.  
 
It has been a while since we last viewed the statement and we were struck by the commitments of other actors, especially the 
government in working to raise productivity. It reflects the early optimism of the second Abe administration. Kishida’s plans for 
economic revitalisation look modest by comparison. It goes without saying the government has done little to hold up its side 
of the bargain on the joint statement. In her comments yesterday Yuri Okina said that the proposed changed would make the 
responsibilities of government clearer.   
 
In preliminary discussions with candidates we expect the government will require candidates to show a degree of policy 
flexibility, given that this seems to be a key government demand. There needs to be at least a willingness to consider 
an exit from the current policy settings. We continue to see Deputy Governor Amamiya as the most likely candidate for 
the top job at the BoJ but concede that the contest now looks more open than it did late last year.      
          
            

BoJ bond purchases have surged…              …as policy pricing becomes more reasonable   

  

Source: Bloomberg 
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FX forecasts (as of 5 Jan) Current Q1 23 Q2 23 Q3 23 Q4 23

USD/JPY 131 127 123 121 121

EUR/USD 1.06 1.05 1.06 1.08 1.10

GBP/USD 1.21 1.21 1.23 1.27 1.31

EUR/GBP 0.88 0.87 0.86 0.85 0.84

EUR/JPY 139 133 130 131 133

GBP/JPY 159 154 151 154 159
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This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author(s). It has not been prepared by an 

independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed to 

promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment 

research.  

 

This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71 and 23.605 

promulgated pursuant to the U.S. Commodity Exchange Act and is not intended to provide information upon which to base a decision to enter into 
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or market conditions and statistical summaries of multiple companies’ financial data, which may include lists of current ratings. 

 

This publication is not intended to be relied upon as advice to investors or potential investors and does not take into account investment objectives, 
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other applicable securities laws. This publication has been prepared for information purposes only and is not intended by Mizuho to market any 
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in any trading or other strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the 

assets, businesses or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other 

strategy, nor a disclosure document under applicable laws, rules, regulations or guidelines. These materials and the content of any related 

presentation are confidential and proprietary and may not be passed on to any third party and are provided for informational purposes only. As a 

general rule you will not have a right to terminate early any transaction entered into – if you wish to do so, losses may be incurred by you Mizuho 

shall have no liability for any losses you may incur as a result of relying on the information herein or in any related presentation. 

 

The information contained in this publication may not be current due to, among other things, changes in the financial markets or economic 

environment. Mizuho has no obligation to update any information contained in this publication. Past performance is not indicative of future 
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This Publication has not been nor will be submitted to, or reviewed by, any regulatory authority.  Without limiting the generality of the foregoing, 
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any inducement to enter into any contract or commitment whatsoever.  A recipient must complete its own independent analysis of the financial 

instrument, product or service and receive all information it requires to make its own decision, investment or otherwise, including, where applicable, 

a review of any prospectus, prospectus supplement, offering circular or memorandum describing such item. The information contained in this 

Publication has been obtained from public sources and such information is believed to be correct and reliable but has not been independently 
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